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SCHWARZER, Senior District Judge. V¢ nust deci de whet her a

def endant convi cted of a singl e count of | aundering t he proceeds of
bankruptcy fraud was properly ordered to make restitution to the
bankruptcy trustee.
BACKGROUND

Thi s case ari ses out of a schene to conceal assets fromthe
bankruptcy court, the trustee and creditors in the bankruptcy
proceedi ngs of Catherine Petit, defendant Robert Paradis's enpl oyer.
Prior to her bankruptcy, Petit was pursuingamulti-mlliondollar
cl ai magai nst various parties. To helpfinancethelitigation, Petit
and several associ ates (not includi ng Paradi s) persuaded i nvestorsto
purchase stakes in the outcone of thelitigation. From1989 until
1997, they raised roughly $8.2 m |l lion fromnumerous i nvestors. 1In
June 1993, aninvoluntary Chapter 7 (|l ater converted to Chapter 11)
petitionwas filedagainst Petit. Duringthe course of the bankruptcy
proceedi ngs, Petit fal sely deni ed recei ving any i ncone fromt he sal e of
her interest inthelitigation. This fraud on the bankruptcy court
ultimately led to the October 1997 arrests of Petit, Paradis, and
several of Petit's associ ates.

Paradis's role in the scheme was to conceal Petit's
i nvest ment i ncone fromher creditors and t he bankruptcy court. As
of fi ce manager of a conpany Petit controlled, Paradis received a

portion of the funds Petit raisedthroughtheinvestnment scheme and
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deposited themin personal accounts held by hi mand his wife. From
t hose accounts, Paradis paid Petit's business and personal expenses.
Al'l told, Paradis passed roughly $3 m I lion through his accounts,
depriving Petit's bankruptcy estate and her creditors of potenti al
access to those funds.

Shortly after his arrest in Cctober 1997, Paradis pled guilty
to one count of nmoney laundering in violation of 18 U.S. C
§ 1956(a)(1)(B)(i) and 18 U.S.C. § 2. The district court sentenced
Paradis to fifteen nonths in prison and three years of supervised
rel ease, and ordered Paradisto pay $3 mllioninrestitutiontothe
United States Trustee in Petit's bankruptcy case. On this appeal,
Paradi s chal | enges the restitution order and the | ength of the termof
supervi sed rel ease. W have jurisdictionunder 28 U.S.C. 88 1291 and
2253.

DI SCUSSI ON
RESTI TUTI ON
A. Standard of Review
We customarily review restitution orders for abuse of

di scretion. See United States v. Vaknin, 112 F. 3d 579, 586 (1st Cir.

1997). "Tothe extent that achallengetoarestitution order hinges
on a |l egal question, however, the sentencing court's answer to that
guestion is reviewed de novo." |d.

B. Application of Restitution to Mney Laundering
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At sentencing, both Paradi s and t he gover nnent ar gued t hat
because in the usual case--laundering of the proceeds of drug
transactions--the victimis society, restitutionis inproper ina case
where noney | aundering is the only offense. The district court,
however, concl uded t hat because Paradi s' s noney | aunderi ng deprived t he
bankruptcy trustee of the ability todistribute thelaundered funds to
Petit's creditors, restitutionwas appropriate and the trustee was a
victi mfor purposes of 18 U.S.C. 8§ 3663A. The court ordered Paradis to
pay restitution of roughly $3 m | lion--the aggregate of the | aundered
funds--tothetrusteeinPetit's bankruptcy case. On appeal, Paradis
urges ustoreversetherestitution order onthe sane ground he ar gued
inthedistrict court, i.e., that there can be noidentifiablevictim
for purposes of 8 3663A because the victi mof noney | aundering is
society. Although the government al so took that position in the
district court, on appeal it defends the district court's order to
facilitate our consideration of this issue.

Par adi s' s argunent rests on deci si ons appl yi ng t he gr oupi ng
provi sions of United States Sentencing Gui deline 8§ 3D1. 2, under whi ch
of fenses are grouped for sentence cal cul ati on where t hey are based on
di fferent acts but harmthe sane victins. Herelies principally on

United States v. Lonbardi, 5F. 3d 568 (1st Cr. 1993). Theissuethere

was whet her a defendant's sentence for mail fraud and for noney

| aunderi ng shoul d have been includedinasinglegroup. Inrejecting
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t he defendant's argunent that his mail fraud and noney | aunderi ng
convi ctions invol ved the sanme victins for purposes of groupi ng under
t he gui del i nes, we said, "[t]he guidelines are clear that, for purposes
of these subsections, the victimof fraudis theinsurance conpany and
the victi mof noney | aundering is society.” The decision is not
apposite; it does not inplicate the construction of therestitution
statute, 18 U.S.C. 8 3663A, nor does it purport to deci de t hat noney
| aunderi ng coul d not produce anidentifiablevictim For the sane

reasons, the ot her decisions on which Paradi s relies are i napposite.

See, e.9., United States v. Kunzman, 54 F. 3d 1522, 1531 (10th Cir.

1995) (securities fraud and nmoney | aundering); United States v. Gal | o,

927 F. 2d 815, 824 (5th Gr. 1991) (drug of fenses and noney | aunderi ng).
We turn now to the statute. Under 18 U.S.C. § 3663A,
restitutionis nmandat ory where t he def endant i s convicted of "any . .
. of fense agai nst property under [Title 18], including any of fense
committed by fraud or deceit . . . inwhichanidentifiablevictimor
victins has suffereda. . . pecuniary loss.” 18 U S.C. § 3663A(c)(1);
id. 8§ 3663A(a)(1). Paradis does not di spute that noney | aunderingis
an of fense agai nst property. See 18 U. S.C. 8§ 1956(a) (1) ("Woever,
knowi ng that the property involved in a financial transaction
represents the proceeds of sone formof unl awful activity, conducts .
. afinancial transaction. . .") (enphasis added). A"victint under

the statuteis "apersondirectly and proxi mately harned as aresult of
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t he commi ssi on of an of fense for which restitution nay be ordered .
." 18 U.S.C. 8§ 3663A(a)(2).

Her e, Paradi s di verted funds he knewwer e t he proceeds of
Petit's fraud on t he bankruptcy court fromthe bankruptcy estate. To
conceal the existence of those funds fromthe bankruptcy court, Paradis
channel ed t hemt hr ough hi s own accounts, out of which he paid Petit's
per sonal and busi ness expenses. The direct result of Paradis's actions
was t o conceal fromthe bankruptcy court and fromthe estate $3 m |l i on
t hat coul d have been avail able to satisfy clainms of creditors. On
t hese facts, Paradi s's argunent that soci ety al one was the victimis
unt enabl e and restituti on may be appropriate tothe extent identifiable
victins exist.

C. ldentification of the Victim

The di strict court determ ned t hat t he bankruptcy trustee was
the victi mfor purposes of § 3663A. The victi mnust be one who was
"harnmed as aresult of the comm ssion of [the] offense.” 18 U.S.C. 8§
3663A(a)(2). Wiilethetrustee nmay be a victi mof bankruptcy fraud,
t hat was not t he charge agai nst Paradis. Hi s of fense was | aunderi ng
t he proceeds of the fraud. Thereis no evidence that the trustee was
harmed as a result of this offense. Its effect was to conceal the
proceeds of the fraud and to di vert those funds fromthe estate where
t hey coul d have been avai |l abl e t o pay creditors who had fil ed cl ai s.

But again thereis no evidence of harmtocreditors, i.e., no evidence
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of creditors who filed clains that went unpai d. Because thereis no
evi dence of identifiable victins who suffered harmas a result of
Paradi s's noney | aundering, the restitution order nust be vacat ed.
. SUPERVI SED RELEASE

For the first time on appeal, Paradis chal |l enges t he t hree-
year termof supervised rel ease i nposed as part of his sentence.
Because he did not raise this objectioninthe district court, our

reviewis for plainerror. See United States v. Mrric, 166 F. 3d 406,

409 (1st Cir. 1999). Paradis nmust establish "an obvi ous and cl ear
error under lawthat seriously affect[s] the fairness, integrity or
public reputation of judicial proceedings.” 1d. at 409-10 (i nternal
gquotations omtted). Hi s argunent is nerely that three years of
supervi sed rel ease is unnecessary. This falls well short of an
assertionof plainerror. Wethereforereject Paradis's challengeto
his term of supervised rel ease.
CONCLUSI ON
The order of restitutionisvacated. In all other respects,

the judgnent is affirnmed.



